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CaLiBank!

The Post-Crisis Banking Industry: How will banks respond to tighter
regulatory constraints?

Project Summary

The global financial crisis of 2007-09 uncovered many inadequacies in existing banking
system regulations. In response to the severe malfunctioning of mainly Western banking
institutions, the Basel Committee on Banking Supervision redesigned and tightened the
regulatory requirements under which banks must operate (Basel Ill). Basel Ill introduces
for the first time, minimum liquidity requirements to ensure that banks hold enough liquid
assets to withstand creditor runs during financial crises. These rules are added to existing
capital requirements that are also stricter than before especially for the world’s largest
and most ‘systemically important’ banks. The CaLiBank project aims to provide a rigorous
investigation into the expected responses of banks to the tightening of bank capital and
liquidity rules mandated by Basel Ill. Will banks reduce lending? Will they pursue less risky
or riskier activities? The project will assess the extent to which the new regulatory rules
could affect the intermediation role of banks, which is vital for firm innovation and growth.
CaLiBank will also highlight the particular response of systemically important banks to the
changes in capital requirements in the presence of the new regulatory liquidity
constraints. Such giants can pose a real threat to the world economy and hence, require
special attention. CaLiBank gathers researchers with a strong background in the fields of
banking, finance and financial econometrics, from two French research centers (LAPE,
Université de Limoges and LEO, Université d’Orléans), augmented by experts in Banking
from Europe and the U.S.. Beyond its scientific objectives, CaLiBank aims at promoting a
reproducible research in finance. Finally, the CaLiBank project also includes a doctoral
training program and two summer schools in the fields of banking, finance and financial
econometrics for the PhD students of the two partners.
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